
COMMONWEALTll OF KENTUCKY 

B E N R E  THE PUBLIC SERVICE COMMISSION 

In the Matter of: 

THE APPLICATION OF KENTUCKY-AMERICAN 1 

OF RATES 1 
WATER COMPANY FOR AN ADJUSTMENT 1 CASE NO. 91-452 

0 R , D  E R 

IT IS ORDERED that Krntucky-American Water Company ("Kontucky- 

American") shall file thci origl i ial  and 12 copies of tho followlng 

information with the Commission by no later than June 9 ,  1993, with 

a copy to all parties of record. Each copy of the data requaotod 

should be placed in a bound volume with each item tabbed. When a 

number of sheeta are required for an item, each rheet rhould be 

appropriately indexed, for example, Item l ( a ) ,  Shoot 2 of 6. 

Include with each response the name of the witnaro who will ba 

responsible for responding to questions relating to the Information 

provided. Careful attention should be given to copies material to 

ensure that it is legible. If the 1nZormatlon cannot be provlded 

by the stated date, Kentucky-American should submit a motion for  an 

extension of time stating the reason a delay is necersary and a 

date by which the information will be furnished. Such motion will 

be considered by the Commission. 

1. For the base period and the forecamt period, provlde 

workpapers similar to W/P-1-5.1 through W/P-1-5.2 for Utility Plant 

In Service ("UPIS") by project name and number. The workpaperr 

should show the amounts closed to UPIS accounts and retiramento. 



2. D r l n g  Knntucky-Amorloen'e oonetruotion activity up to 

dnto  by project and provlda onplanetlono for any budgot varlancos, 

3. I1eCor to the rooponee to Item 46(d) of tho Commloeionla 

Aprll 0, 1993 Order, 

a, ~eoaloulate tho rovonua requlromant and impact for 

anch olamant O C  rate baeo and ooot of earvloo A O  ahown on page 1 of 

31 80 Collowai 

( 1 )  R m K W 3  hlPtOrlOA1 And f!OrOOAltOd balanooo from 
Conntructlon Work In Proprooo (VWIP") Cor projooto 90-15, Instoll 

Jscko Creek Pike Malt11 90-14, IEVAluotO f l O u r O e  Of Bupply OptlOnsr 

and 9 2 - 1 Z r  Devolop Addltlonal flouroo of flupply. 

( 2 )  Multiply all projootod oonetruotlon budpot; 

projecta for anch month beglnnlng November 92 through the snd of! 

the f!oreC8St@d tent p@riOd by 73.97 goroont. 

( 3 )  Prcvldo well dooumontod dotollod WOrkpApOrE 

that mugport tho  caloulatlone, 

b. Provide tho OAmO information 80 requirod in ( A )  but 

include projact 9 0 - 1 5 r  Inatall Jaoke Creak Plko Main ln CWIP. 

4. Rotor to t h e  reeponeo to Item 120 of tho Commieeion'a 

Aprll O f  1993 Order. 

a. Provide tho hiotorlOA~ analyolo Kontuoky-Amoricsn 

uoad In oalculatlng non-eohodulod ovortlme. 

b. Pcovlda Lh8 analyolo or prooe66 K#ntUCky-AmOrlCAn 

used In developing It6 antlolpntad omployoo work oohodulo. Znaludo 

Kentucky-American's devulopment of the non-eoheduled overtimo and 

payroll capltnllzatlcn. 
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5 .  RcrPcr to tho reaponae to Item 38 of the Commission'a 

April 81 1993 OrdQr. 

a. Why did Kentucky-American'e workern' compensation 

oxporience modification increase from .57 in 1991 to .79 in 19927 

b. 'When available provide the 1993 workere' 

compenaation sxparienco modiflcntion and any retro adjustments 

received. 

C .  Why did Kentucky-American brae its forecasted 

workers' compenaation adjustment oC $671928 on its actual insurance 
losses for tho influranco year ol! 19887 

6. Refor to the iweponee to Item 39 of the Commission's 

April 8, 1993 Order. Why did Hen-ucky-American base its forecasted 

general liabillty adjuntinont of $116,880 on it8 actual insurance 

losses for the insurance year 011 19887 

7. On page 2 6  of Qrubb's testimony it i n  etated that a 12 

percent increase in health insurance premiumsr to be effective 

October 1993, was asaumed in the calculation of pro forma group 

insurance. Provide a basis Cor this perconkage increase. In your 

reoponee you ohould provide all of the assumptions made in the 

calculation and how those aasumptions directly impact the 

calculated rotc of 12 percent increase. Also provide the name oP 

the individual that doveloped each assumption and their basis for 

making that assumption. For assumptions that were based on 
hiStOCiCA1 data, provide working papers with backup documents 

supporting thooe aaaumptlone. 
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8 .  On page 26 of Grubb'a testimony It 1s stated that Warren 

6 Weleh calculntod a 15 porcrnt increase in health inrurance 

premiums. Why did Kentucky-American not utlllae this information 

in its calculatlono? Provide detailed explanationr and working 

papers rupporting Warron & Welnh's 15 porcent increase. 

9. Why is Kentucky-Amerlcan unlng a 11 percent lncreaee as 

stated In Grubb's teetimony while thr medical cost trend factors 

shown on RLF-D lndicaton a 15-13 percent rate durlng that same 

porlod of time? 

10. Do the calculatlone containad In exhlblt RLF-B aerume 

external funding of SFAS 106 contr an well se thore amountr belng 

Pully tax deductible? Speclflcally, do the SFAS 106 accruals 

reflect t h e m  funding asnumptions? If they are not fully 

deductible for tax purpoeen, provlde the amounts that are and are 

not dcductiblo. 

11. In reeerenco to the Commission's March 4 ,  1993 Order, 

Item 42, guantif'y tho sovlngs to Kentucky-American an a re6ult of 

each cost control measure lietod. Show the actual annual cost 
before and aftor each change. Indlcate whether the annual savings 

will be recognized in the flret year of lmplementatlon. If not, 

when? 

12. Why in Kentucky-Amerlcan of! tho oplnlon that recovery of 

tho SFAS 106 otub le a reamonable requeet? 

13. Rofer to tho memo labeled "Expected Impact of SFAS 106 

OPE5 Expense," whlch wa5 Irupplled in response to Item 55 of the 

Commlesion'o March 4, 1993 Order. 
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a. Provide working papers for the calculations of the 

following costa in the appropriate jurisdictions; 

I llinois 90,495 
West Virginia 1,003,632 
Kentucky 435,279 
Indiana 405.224 

b. Explain why American Water Works ( " A W " )  is of the 

opinion that recovery of! SFAS 106 costs in the above-mentioned 

jurisdiction would be diaallowed. 

14. With regard to Item 41 of the Commission's March 4 ,  1993 

Order, provide updates of! the status of rate proceedings of other 

AWW nubsidiarios operating in other jurisdictions. 

15. If available, provide the 1992 SFAS 106 actuarial report. 

16. Provide tho results of a one percent reduction on all 

three trend options included in response to Item 57 of the 

Commission's March 4, 1993 Order. Provide all calculations and 

final result0 for AWW as well as the allocations to Kentucky- 

American . 
Done at Frankfort, Kentucky, this 26th day of May, 1993. 

PUBLIC SERVICE COMMISSION 
,,' .... J f l  .r __ 

For the Commission 

ATTEST: 


